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ABSTRACT

This conceptual research paper examines the multifaceted impact of the global supply chain on
Jakarta's role as a prominent global business hub in the Asia region. The globalization of supply
chains has led to profound transformations in the dynamics of international commerce. Jakarta,
Indonesia's capital, stands as a key player in this evolving landscape. This study explores the
implications of global supply chain activities for Jakarta's business environment and its position
within the broader Asian market. Through a comprehensive analysis of pertinent literature and
empirical evidence, this paper aims to shed light on the challenges and opportunities that Jakarta
faces as it seeks to solidify its status as a global business hub.

KEYWORDS: global supply chains, global business hub, impact, urbanisation, regional integration,
logistics.

I. INTRODUCTION

The rise of global supply chains has been a defining feature of the contemporary international business
landscape. These complex networks of production, distribution, and consumption have reshaped the dynamics of
global trade, influencing the fortunes of cities and regions across the world. As highlighted by Cohen and Zysman
(1987), the globalization of production has led to a dispersion of economic activities, with different components
of a single product often being manufactured in disparate locations worldwide. This phenomenon has blurred the
traditional boundaries of international commerce, requiring a re-evaluation of the role of cities in the global

economy.

In the case of Jakarta, Indonesia's capital, this re-evaluation is particularly pertinent. Jakarta stands as a key
player in the evolving landscape of global supply chains, and its role as a global business hub in the Asia region
has garnered scholarly attention. As noted by Yeung (2019), Jakarta's strategic geographical location within
Southeast Asia positions it at the crossroads of various regional and global supply chains. This geographic
advantage has been instrumental in attracting multinational corporations seeking to establish a presence in the

region.

Moreover, the development of Jakarta's infrastructure, including its ports, airports, and transportation

networks, has been instrumental in facilitating the flow of goods and services both within Indonesia and across
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international borders (ADB, 2020). Jakarta's position as a major transportation and logistics hub has further

solidified its status as an attractive destination for investment and trade.

However, as with any city navigating the complexities of the global economy, Jakarta is not without its
challenges. The city grapples with issues such as traffic congestion, inadequate public transportation, and
environmental concerns (Munshi, 2021). These challenges underscore the need for a nuanced examination of the

impact of global supply chains on Jakarta's business environment.

In light of these considerations, this research paper aims to provide a comprehensive analysis of the
implications of global supply chain activities for Jakarta's role as a global business hub. By drawing on both
theoretical frameworks and empirical evidence, this study seeks to shed light on the multifaceted nature of
Jakarta's engagement with the global supply chain and the opportunities and challenges it presents for the city's

economic development.

1. GLOBAL SUPPLY CHAINS AND JAKARTA'S BUSINESS LANDSCAPE

The globalization of supply chains has ushered in a new era of economic interdependence, with far-reaching
implications for cities aspiring to become global business hubs. Jakarta, Indonesia's capital, has emerged as a
central player in this shifting landscape due to its strategic geographical location and well-established

infrastructure.

i. Strategic Geographical Location

Jakarta's geographical location within Southeast Asia places it at the crossroads of regional and global supply
chains. This positioning has made Jakarta an attractive destination for multinational corporations seeking to
capitalize on the growing markets in both Southeast Asia and the broader Asia-Pacific region. As noted by
Mathews (2002), this strategic geography has given Jakarta a comparative advantage in the global supply chain

network.

Additionally, Jakarta serves as a gateway to the sprawling Indonesian archipelago, which comprises more
than 17,000 islands. This archipelago represents a substantial market of over 270 million people (World Bank,
2021). Jakarta's accessibility and connectivity make it an ideal entry point for businesses seeking to tap into the

diverse consumer base within Indonesia.

ii. Infrastructure Development

The development of infrastructure, including ports, airports, and transportation networks, has played a pivotal
role in shaping Jakarta's position within global supply chains. The Tanjung Priok Port, one of the busiest ports in
Southeast Asia, facilitates the efficient movement of goods to and from Jakarta (UNCTAD, 2020). Similarly,
Soekarno-Hatta International Airport, Indonesia's primary aviation gateway, enhances the city's connectivity to

international markets.
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Jakarta's infrastructure development aligns with the framework of investment in physical capital as elucidated
by Lucas (1988). It underscores the significance of a well-maintained infrastructure base in attracting foreign direct

investment (FDI) and fostering economic growth.

iii. Business Ecosystem

Jakarta's integration into global supply chains has not only enhanced its logistical appeal but has also
catalyzed the development of a robust business ecosystem. The presence of multinational corporations, financial
institutions, and technology hubs within the city underscores its status as a vibrant business hub in the region.
As proposed by Porter (1990), the clustering of related industries and businesses has generated synergies,

promoting innovation and competitiveness within Jakarta.

However, it is imperative to acknowledge that the impact of global supply chains on Jakarta's business
landscape is not without its complexities. The city faces challenges related to infrastructure constraints, traffic
congestion, and environmental sustainability (ADB, 2020). Moreover, regional competition from other Asian cities

seeking a similar status as global business hubs poses a continual threat.

The influence of global supply chains on Jakarta's business landscape is a multifaceted phenomenon. Jakarta's
strategic geographical location, coupled with investments in infrastructure and the growth of a thriving business
ecosystem, has solidified its position as a global business hub in the Asia region. Nevertheless, Jakarta must
address the challenges it faces and continue to adapt to evolving dynamics to maintain and enhance its global

business hub status.

1. CHALLENGES FACED BY JAKARTA

While Jakarta has undoubtedly benefited from its role in global supply chains, it confronts a range of
challenges that have the potential to impact its continued growth as a global business hub. These challenges are

multifaceted and encompass various aspects of urban development and sustainability.

i Infrastructure Constraints

Jakarta's rapid urbanization has placed immense pressure on its infrastructure. The city contends with
challenges related to inadequate road networks, public transportation systems, and utilities (Asian Development
Bank, 2020). Traffic congestion, in particular, is a persistent issue, impeding the efficient movement of goods and
people within the city. As highlighted by Duranton and Turner (2012), urban congestion can hamper economic
productivity and hinder the competitiveness of a city. These infrastructure constraints is a critical imperative for

Jakarta as it seeks to maintain and enhance its attractiveness to businesses engaged in global supply chains.

ii. Environmental Concerns

Jakarta is vulnerable to a range of environmental challenges, including flooding and subsidence. The city's
low-lying coastal location renders it susceptible to seasonal flooding, exacerbated by rapid urban development

and inadequate drainage systems (Djalante et al., 2020). Moreover, excessive groundwater extraction has led to
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land subsidence, making Jakarta one of the fastest-sinking cities globally (Kendall et al., 2020). These
environmental challenges not only pose risks to the city's residents but also impact the continuity of business
operations. Addressing these environmental concerns requires a multifaceted approach that combines

infrastructure investments, sustainable urban planning, and climate resilience strategies.

iii. Regional Competition

Jakarta faces stiff competition from other Asian cities aspiring to become global business hubs. Cities such as
Singapore, Hong Kong, and Shanghai have established themselves as formidable competitors in the region (World
Bank, 2019). The competition for investment, talent, and connectivity underscores the need for Jakarta to
continuously enhance its value proposition. As posited by Storper and Scott (2009), the globalization of cities and
regions has intensified competition, emphasizing the importance of distinctiveness and specialization in a

globalized world.

iv. Socioeconomic Disparities

Jakarta, like many rapidly growing urban centers, grapples with socioeconomic disparities. Economic
inequality, unequal access to quality education and healthcare, and informal settlements are among the challenges
that need to be addressed (World Bank, 2021). These disparities can impact social cohesion and economic stability,
necessitating inclusive development strategies. The significance of addressing socioeconomic disparities aligns

with the principles of social sustainability, as emphasized by Stead and Meijers (2009).

Jakarta faces a complex array of challenges as it seeks to maintain and strengthen its position as a global
business hub in the Asia region. Addressing these challenges requires a coordinated effort involving urban
planning, infrastructure development, environmental sustainability initiatives, and inclusive socioeconomic
policies. Jakarta's ability to navigate these challenges will be instrumental in shaping its future as a pivotal player

in the global supply chain network.

1v. OPPORTUNITIES FOR GROWTH

Despite the challenges faced, Jakarta presents several opportunities for further growth and enhancement of
its role as a global business hub in the Asia region. These opportunities stem from its strategic advantages and

can be realized through thoughtful planning and investment.

i Gateway to the Indonesian Archipelago

Jakarta's location as the capital city places it at the forefront of Indonesia's economic landscape. The country,
with its vast archipelago comprising over 17,000 islands, represents a substantial market of over 270 million people
(World Bank, 2021). Jakarta's role as a gateway to this immense consumer base provides a compelling opportunity
for businesses engaged in global supply chains. Companies can establish their presence in Jakarta as a strategic
entry point to reach the Indonesian market efficiently. Capitalizing on this opportunity aligns with the principles
of market access and penetration, as highlighted by Rugman and Verbeke (2004), emphasizing the importance of

local market knowledge and proximity.

17



DREAM JOURNAL - VOL. 02, ISSUE 09, 2023

ii. Investments in Sustainable Infrastructure

Addressing infrastructure constraints presents not only a challenge but also an opportunity for Jakarta's
growth. Strategic investments in sustainable infrastructure, including transportation networks and logistics hubs,
can alleviate traffic congestion and enhance connectivity (ADB, 2020). Moreover, the incorporation of
environmentally sustainable practices can align Jakarta with global trends towards green logistics and sustainable
supply chains. The significance of sustainable infrastructure investments resonates with the principles of
sustainable development as outlined by Sachs (2015), emphasizing the need to balance economic growth with

environmental and social considerations.

iii. Technology and Innovation Hub

Jakarta has the potential to evolve into a technology and innovation hub within the region. The presence of a
young and tech-savvy population provides a valuable resource for fostering innovation (Perez-Aleman &
Sandilands, 2008). By nurturing a conducive ecosystem for startups, research and development centers, and
technology companies, Jakarta can attract talent and investments that drive technological advancement and
business growth. The development of technology and innovation hubs aligns with the concepts of knowledge
spillovers and agglomeration economies, as proposed by Audretsch and Feldman (1996), highlighting the benefits

of clustering innovative activities.

iv. Trade Agreements and Economic Integration

Jakarta's growth prospects are intertwined with Indonesia's efforts to forge trade agreements and enhance
economic integration with neighboring countries. Participation in regional economic blocs, such as the
Association of Southeast Asian Nations (ASEAN), provides access to a broader market and fosters economic
cooperation (Gaulier et al., 2008). Jakarta can leverage these agreements to facilitate the movement of goods,
services, and investments, further solidifying its role as a regional business hub. This opportunity aligns with the
principles of regional economic integration and trade liberalization, as discussed by Bhagwati (1991), emphasizing

the potential benefits of reduced trade barriers.

Jakarta's opportunities for growth as a global business hub are significant and multifaceted. Leveraging its
role as a gateway to the Indonesian archipelago, investing in sustainable infrastructure, nurturing a technology
and innovation ecosystem, and capitalizing on trade agreements and economic integration can contribute to its

continued success in the evolving landscape of global supply chains.

v. CONCLUSION

The conclusions drawn from this study regarding Jakarta's role as a global business hub within the context of
global supply chains also warrant consideration from regional and international viewpoints. Jakarta's journey is
not isolated but is intrinsically tied to broader regional dynamics and global economic shifts. This expanded

perspective offers insights into the city's evolving significance within Southeast Asia and the Asia-Pacific region.
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Jakarta's growth as a global business hub carries profound regional implications. As underscored by Beeson
and Bell (2009), the rise of cities as global economic players has the potential to reshape regional hierarchies and
influence regional economic integration. Jakarta's role within the supply chain network of Southeast Asia has

already contributed to the city's prominence in regional economic forums and discussions.

Additionally, Jakarta's success in managing its challenges and leveraging its opportunities aligns with the
aspirations of the Association of Southeast Asian Nations (ASEAN) for greater economic cooperation and
integration (Gaulier et al., 2008). Jakarta's ability to attract foreign direct investment, nurture a vibrant business

ecosystem, and facilitate trade bolsters the city's position as a driver of regional growth.

From a global perspective, Jakarta's emergence as a global business hub reflects the increasing complexity of
global supply chains and the decentralization of economic activities. As noted by Yeung (2019), global production
networks now encompass a multitude of cities worldwide, each contributing to the production and distribution
of goods and services. Jakarta's role in this network exemplifies the interconnectedness of global cities and their

ability to influence global trade patterns.

Moreover, Jakarta's participation in regional and international trade agreements, such as the ASEAN Free
Trade Area (AFTA), signifies its commitment to open and integrated markets (World Bank, 2019). This aligns with

the broader global trend toward reducing trade barriers and promoting international trade cooperation.

The challenges and opportunities faced by Jakarta are not unique; they resonate with other cities in Southeast
Asia and beyond. Traffic congestion, infrastructure development, and environmental sustainability are common
urban challenges in the region (ADB, 2020). Jakarta's experiences in addressing these issues can serve as valuable

lessons for other cities undergoing similar transformations.

Conversely, Jakarta's ability to leverage its strategic advantages, particularly its role as a gateway to Indonesia,
presents a model for other cities seeking to tap into emerging markets within Asia (Mathews, 2002). The city's
position as an attractive destination for foreign direct investment and its thriving business ecosystem offer a

blueprint for fostering economic growth.

Jakarta's evolution as a global business hub within the context of global supply chains holds significance not
only for the city itself but also for Southeast Asia, the Asia-Pacific region, and the global economy at large.
Jakarta's journey reflects the shifting dynamics of urbanization, globalization, and economic development. As it
navigates the opportunities and challenges on its path, Jakarta's role as a pivotal player in the global supply chain

network underscores the interconnectedness of cities in today's complex global economic landscape.
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